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8 IN THE MATTER OF THE APPLICATION
OF AT&T COMMUNICATIONS OF THE

9 MOUNTAIN STATES, INC. FOR
10 APPROVAL TO INCREASE THEIR

MAXIMUM RATE FOR PREPAID PHONE
11 CARD SERVICE

1 2

1 3

14

15 BY THE COMMIS S ION:

16 FINDINGS  OF FACT

17 1. On De ce mbe r 15, 2006, AT&T Communica tions  of the  Mounta in  S ta te s , Inc.

18 ("AT&T") file d a n Applica tion for ta riff re vis ions  to incre a se  its  curre nt a nd ma ximum ra te s  for its

19 P re pa id P hone  Ca rd S e rvice . More  s pe cifica lly, AT&T is  incre a s ing the  curre nt a nd ma ximum

20 ra te s  for intra s ta te  ca lls  made  with its  SmarTa lk P repa id Phone  Ca rds  and P repa id Phone  Ca rds

21 whe re  s e rvice  is  provide d by ConQue s t. S imulta ne ous ly, AT&T is  de cre a s ing the  curre nt a nd

22 maximum ra tes  for intras ta te  ca lls  made  with its  AT&T branded Prepa id Phone  Cards .

23 2. S ince  this  filing increases  the  maximum ra te  for a  component of a  se rvice  tha t has

24 been class ified as  competitive  under the  Colnmiss ion's  Competitive  Te lecommunica tions  Services

25 Rule s , Arizona  Adminis tra tive  Code  R14-2~1ll0 a pplie s  to AT&T's  propos a l. S ta ff re que s te d

26 a dditiona l informa tion from AT&T in its  de te rmina tion of the  pote ntia l e ffe cts  of a pprova l of the

27 filing.
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3. AT&T indica te d in its  filing tha t it s e e ks  to corre ct a n e rror in its  S e pte mbe r 29,

2006 filing by ra is ing the  ma ximum ra te  for the  Sma rTa lk Phone  Ca rds  to be  the  sa me  ma ximum

ra te  lis te d for the  AT&T bra nde d ca rds . AT&T ha s  conclude d tha t the  propos e d incre a s e  will

more  close ly s ta nda rdize  the  price  points  a nd the  ma ximum ra te s  for the  AT&T bra nde d P re pa id

Cards and the  SmarTalk Prepaid Cards.

4. AT&T's  tiling incre a se s  the  curre nt ra te  pe r minute  of ta lk time  on intra s ta te  ca lls

7 ma de  with the  S ma rTa lk from 1 de cre me nt to 5 de cre me nts . A de cre me nt is  the  numbe r of

8 minute s  de ducte d from the  pre pa id ca rd for e a ch minute  of ta lk time . For e xa mple , a  te n minute

9 ca ll ma de  us ing a  S ma rTa lk ca rd  curre ntly would  cos t $0 .98 compa re d to  $1.74 unde r the

10 propose d ra te . This  filing a lso incre a se s  the  ma ximum ra te  from 3 de cre me nts  to 24 de cre me nts

on in tra s ta te  ca lls  ma de  with  the  S ma rTa lk ca rd .

5

6

1 5

l l On the  s a me  te n  minute  ca ll pre vious ly

12 me ntione d, the  e xis ting ma ximum ra te  would be  $1.36 compa re d to $5.35 unde r the  propos e d

13 ma ximum ra te . At the  sa me  time , this  filing de cre a se s  the  curre nt ra te  pe r minute  of ta lk time  on

14 intra s ta te  ca lls  ma de  us ing the  AT&T bra nde d P re pa id P hone  Ca rds  from 8 de cre me nts  to 5

de cre me nts . The  e ffe ct of this  filing on a  s imila r te n minute  ca ll ma de  us ing the  AT&T bra nde d

16 Prepaid Phone Card would currently be  $4.00 compared to $2.50 under the  proposed ra te .

17 5. An illus tra tion of the  e xis ting ra te s  a nd propos e d ra te s  of the  AT&T bra nde d

18 prepaid Phone Cards and SmarTalk cards are  as  follows:

19 P la n

20

AT&T bra nde d
Prepaid Phone Cards

SmarTa1k and cards where service is
provided by Conquest

21

22

Exis ting  Ma ximum Ra te
P ropos e d Ne w Ma ximum
Exis ting P rice
P ropos e d Ne w P rice

24 decrements
24 decrements
Up to 8 decrements
Up to 5 decrements

3 decrements
24 decrements
1 decrement
Up to 5 decrements

24 AT&T sta ted tha t the  proposed ra tes  a re  comparable  to the  ra tes  it charges  in other

25 states.

AT&T e s tima te s  tha t the  tota l a nnua lize d re ve nue  from Arizona  in-s ta te  ca lls  ma de

27 with  S ma rTa lk a nd ConQue s t ca rds  is  le s s  tha n $1,000 unde r the  curre nt ra te  s truc ture . It a ls o

28 e s tima te s  tha t the  e ffe ct of the  propos e d incre a s e  on the  Compa ny's  Arizona  re ve nue s  to be  le s s

26

23

6.

7.
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tha n 1 pe rce nt. The  re ve nue  proje ction doe s  not re fle ct the  s imulta ne ous  re ve nue  de cre a s e

2 a ssocia te d with the  propose d de cre me nt de cre a se  for the  AT&T bra nde d P re pa id Phone  Ca rds .

3 There fore , AT&T has  e s tima ted tha t the  ove ra ll revenue  impact of both price  changes  identified in

4 its  Applica tion will re s ult in a  re ve nue  de cre a s e . S ince  the  P re pa id Ca rds  a re  a  non-s ubs cribe r

5 se rvice , AT&T doe s  not know how ma ny cus tome rs  a re  impa cte d by this  filing. Howe ve r, AT&T

6 has  indica ted tha t le ss  than one -tenth of one  pe rcent of a ll domestic prepa id ca lls  a re  made  us ing

7 the  S ma rTa 1k a nd ConQue s t ca rds  while  99.9 pe rce nt a re  ma de  us ing AT&T bra nde d P re pa id

8 Phone Cards.

9 8. The  ra te s  conta ine d in this  filing a re  for s e rvice s  tha t ha ve  be e n cla s s ifie d a s

10 compe titive  by the  Commis s ion. Unde r thos e  rule s , ra te s  for compe titive  s e rvice s  a re  not s e t

l l according to ra te  of re turn regula tion s tandards . S ta ff ha s  obta ine d informa tion re ga rding AT&T's

12 fa ir va lue  ra te  ba s e  from AT&T's  2006  Confide n tia l Annua l Re port tha t is  011  file  a t the

1

13

14

15

Commis s ion. Due  to the  na ture  of the  compe titive  ma rke t a nd othe r fa ctors , a  fa ir va lue  a na lys is  is

not ne ce s s a rily re pre s e nta tive  of the  Com pa ny's  ope ra tions . The re fore , while S ta ff cons ide re d the

fa ir va lue  ra te  ba s e  inform a tion of AT&T, it did not a llot tha t inform a tion s ubs ta ntia l we ight in  its

16 a na lys is  of this  ma tte r.

17 9 . Cus tome rs  ha ve  be e n notifie d of the  incre a se  via  a  public notice  tha t a ppe a re d in the

18 Ariz ona  Re pub lic  on  J a nua ry 5 ,  2007 . A c o p y o f th e  n o tic e  a n d  a n  Affid a v it  o f No tific a t io n

19 a s s oc ia te d  with  the  cus tom e r no tice  wa s  p rov ide d  in  the  filing .  AT&T ha s  ind ica te d  in  its  April

20 13 ,  2007  re s pons e  to  S ta ffs  da ta  re que s t tha t the  a c tua l ide n tity o f the  us e rs  o f th is  s e rv ice  is

2 1 unknown. P ote ntia l buye rs  of the  ca rds  a re  notifie d of pric ing a t the  point of s a le .  AT&T ha s  a ls o

22 in d ic a te d  in  its  filin g  th a t  AT&T will c o n tin u e  to  h o n o r th e  d e c re m e n t  ra te s  fo r o ld e r c a rd s

23 purcha s e d until the  m inute s  on s uch ca rds  a re e xha us te d s o tha t thos e cus tome rs  a re not cha rge d

24 more  tha n the  ra te s  dis clos e d a t the  time  of purcha s e . S ta ff ha s  re vie we d the  cus tome r notifica tion

25 tha t wa s  provide d a nd a gre e s  tha t it is  cons is te nt with Commiss ion rule s .

26 10. S ta ff re comme nds  a pprova l of this  filing.

27

28
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1 CONCLUS IONS  OF LAW

2 1. AT&T is  an Arizona public service  corporation within the  meaning of Alticle  XV,

3 S e ction 2 of the  Arizona  Cons titution.

4 The  Commis s ion ha s  juris diction ove r AT&T a nd ove r the  s ubje ct ma tte r of the

5 Applica tion .

6 3.

7

8

The  Commiss ion, ha ving re vie we d the  ta riff pa ge s  (copie s  of which a re  conta ine d

in the  Commiss ion's  ta riff file s ) and S ta ffs  Memorandum da ted November 14, 2007, concludes  the

ta riff filing is  reasonable , fa ir and equitable , and is  the re fore  in the  public inte res t.
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this  Commis s ion to be  a ffixe d a t the  Ca pitol in the  City of
, 2007.

IN W ITNE S S  W HE R E O F ,  I DE AN s .  MILLE R ,  In te n t
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of

P hoe nix, this < (~ f-  da y o f_ LQ  /u p  n m  h i

l~

DEAN s . MILLER '
Intent Executive Director
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1 SERVICE LIST FOR: AT&T Communications of the Mountain States, Inc.
Docket No. T-02428A-06-0784
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Mr. Michael Grant
Gallagher & Kennedy
2575 East Camelback Road
Phoenix, Arizona 85016-9225
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Mr. Christopher C. Kernpley
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007 .
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Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 8500712
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